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ATTACHMENT 3.1-A 
Page 5-2 

STATE PLAN UNDER TITLEXIX OF THE SOCIAL SECURITY ACT 
WASHINGTON State 

12. a. Prescribed(Cont.) 

(8) 	 Prior authorization programs for covered outpatient drugs provide for a 
response within24 hours of a requestfor prior authorizationand provides 
for the dispensing of at least a 72-hours supply of medicationsin 
emergency situations. 

Therapeutic Consultation Service(TCS) 
(9) In theTherapeuticConsultationService(TCS), all Medicaid recipients will 

have their entire drug profile reviewed byclinical pharmacists after the 
fifth request for a brand-name drugis processed in a calendarmonth or 
anytime a requestfor a non-preferred drug is processed. A non-preferred 
drug is a drug in a drug class that has essentially the sameclinical safety 
and efficacy as the drug of choice, but not the preferred drug. TCS is 
not .a limit, but rather a serviceto provide a clinical pharmacy reviewof 
the client’s entire drug therapy.This review is conductedto assure that 
Medicaid clients are receiving appropriate drug therapy, without 
therapeutic duplication or without potentially serious drug-drug 
interactionsor drug-disease conflicts. Prescribers directclients’ drug 
therapy and have thefinal say. Reports will be available that indicate the 
numbers of prescriptions that were dispensed as originallyordered by the 
prescriber. 

Supplemental Rebate Agreement 
(10) 	 The state is in compliance with Section 1927 of the Act. The state will 

cover drugs of manufacturers participating in the Medicaid Drug Rebate 
Program. Basedon the requirementsfor Section 1927 of the Act, the 
state has the following policiesfor drug rebate agreements: 

Manufacturers are allowed to audit utilizationrates. 
The unit rebate amount is confidential and cannot be disclosedfor purposes other 
than rebate invoicing and verification, in accordance with Section 1927(b)(3)(D). 
A rebate agreement between the state and a drug manufacturerfor drugs provided 
to theWashington Medicaid population, submittedto CMS on January 14, 2002, 
entitled “State of Washington Supplemental Rebate Contract,” has been authorized 
by CMS. 
A rebate agreement between the state and a drug manufacturerfor drugs provided 
to the Washington Medicaid population, submittedto CMS on January 16, 2004, 
entitled “State of Washington Supplemental Rebate Contract,” has been authorized 
by CMS. 
The state reports rebates from separate agreementsto the Secretaryfor Health and 
Human Services. The state will remit thefederal portion of any cash state 
supplemental rebates collected on the same percentage basis appliedunder the 
national rebate agreement. 
All drugs covered by the program, irrespective of a prior authorization agreement, will 
comply with provisions ofthe national drugrebate agreement. 

TN# 03-024 Approval datejan 2 2 2004 Effective Date: 10/1/03 
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ATTACHMENT3.1-A 
Page 5-3 

STATE PLAN UNDER TITLEXIX OF THE SOCIAL SECURITY ACT 
WASHINGTON State 

12.a. Prescribed Drugs (Cont.) 

Preferred Drug List 

Pursuant to42 U.S.C. section 1396r-8, the Stateis establishing a preferred drug 
list with prior authorization for drugsnot included on the preferred druglist. Prior 
authorization programs for covered outpatient drugs providefor a response 
within 24 hours of a request for prior authorization, and providesfor the 
dispensing of at least a 72-hour supply of medicationsin emergency 
situations, in accordance with provisionsof section 1927(d)(5) ofthe 
Social Security Act. The prior authorization process is described in chapter 
388-530 WAC. 

Prior authorization will be establishedfor certain drug classes or particular 
drugs in accordance with Federal law. All drugs coveredby the program, 
irrespective of a prior authorization requirement, will comply the 
provisions ofthe national drug rebate agreement. 
A preferred drug list does not prevent Medicaid beneficiaries from 
obtaining access to medically necessary drugs of manufacturers that 
participate in the national drug rebate program. 
The State will utilize the Drug Utilization Review boardto assure, that in 
addition to pricing consideration, preferred drugs are clinically appropriate. 

Mail Order Delivery Service for Prescription Drugs 
The state contractsfor a mail-order delivery servicefor prescription drugs 
through a competitivebid process. This service is availableto all fee-for-service 
Medicaid clients statewide. Clients have the option of having prescriptionsfilled 
at either a local retail outlet of their choice orby the mail-order contractor. 

All policies and procedures that applyto retail pharmacies also applyto the mail­

order contractor, except for the following: 

(A) The mail-order contractor is reimbursed at a mutually agreed upon level 


that is less than reimbursement provided tolocal retail pharmacies; and 
(6) 	 If authorized by the prescriber, the mail-order contractor may dispense 

the following drugs in up to a ninety-day supply: 
(i) Preferreddrugsidentified by thestate; 

drugs;(ii) Generic and 
(iii) Drugs that do not require prior authorization or expedited prior 

authorization. 

Dentures 

Prior approval for cast base partial dentures 


Prosthetic devices 

(1) Prior approval 

(2) Hearing aidsprovidedonthebasisofminimaldecibel loss 
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STATE PLAN UNDER TITLEXIX OF THE SOCIAL SECURITY ACT 
WASHINGTON State 

12.a. Prescribed Drugs (Cont.) 

(8) 	 Prior authorization programs for covered outpatient drugs provide for a 
response within 24 hours of a request for prior authorization and provides 
for the dispensing of at least a 72-hours supply of medicationsin 
emergency situations. 

12. a. Therapeutic ServiceConsultation (TCS) 
(9) In theTherapeuticConsultationService(TCS), all Medicaidrecipientswill 

have their entire drug profile reviewed by clinical pharmacists afterthe 
fifth request for a brand-name drug is processedin a calendar month or 
anytime a request for a non-preferred drug is processed.A norI-preferred 
drug is a drug in a drug class that has essentially the same clinical safety 
and efficacyas the drug of choice, but is not the preferred drug.TCS is 
not a limit,but rather a service to provide a clinical pharmacy review of 
the client’s entire drug therapy. This reviewis conducted to assure that 
Medicaid clients are receiving appropriate drug therapy, without 
therapeutic duplication or without potentially serious drug-drug 
interactions or drug-disease conflicts. Prescribers direct clients’ drug 
therapy and havefinal approval. Reports will be available that indicate 
the numbers of prescriptions that were dispensed as originally orderedby 
the prescriber. 

Supplemental Rebateagreement 
(10) 	 The state is in compliance with Section 1927 of the Act. The state will 

cover drugs of manufacturers participating in the Medicaid Drug Rebate 
Program. Based on the requirements for Section 1927of the Act,the 
state has the following policies for drug rebate agreements: 

0 	 Manufacturers are allowed to audit utilization rates; 
The unit rebate amount is confidential and cannot be disclosed for purposes other 
than rebate invoicing and verification,in accordance with Section 1927 (b)(3)(D); and 
A rebate agreement between the state and a drug manufacturerfor drugs provided 
to the Washington Medicaid population, submittedto CMS on January 14, 2002, 
entitled “State of Washington Supplemental Rebate Contract,” has been authorized 
by CMS. 
A rebate agreement between the state and a drug manufacturer for drugs provided 
to the WashingtonMedicaid population, submitted to CMS on January 16, 2004, 
entitled “Stateof Washington Supplemental Rebate Contract,” has been authorized 
by CMS. 
The state reports rebates from separate agreementsto the Secretary for Health and 
Human Services. The state will remit the federal portion of any cash state 
supplemental rebates collectedon the same percentage basis applied underthe 
national rebate agreement. 
All drugs covered by the program, irrespective of a prior authorization agreement, will 
comply with provisionsof the national drug rebate agreement. 

TN# 03-024 Date: 
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Page 4-4 

STATE PLAN UNDER TITLEXIX OF THE SOCIAL SECURITY ACT 
State WASHINGTON 

12.a. Prescribed Drugs (Cont.) 

Preferred Drug List 

Pursuant to 42 U.S.C. section 1396r-8, the State is establishing apreferred drug 
list with prior authorization for drugs not included on the preferred druglist. Prior 
authorization programs for covered outpatient drugs providefor a response 
within 24 hours of a requestfor prior authorization, and providesfor the 
dispensing of at least a 72-hour supply of medications in emergency 
situations, in accordance with provisions of section 1927(d)(5) the 
Social Security Act. The prior authorization process is describedin chapter 
388-530 WAC. 

Prior authorization will be established for certain drug classesor particular 
drugs in accordance with Federal law. All drugs covered by the program, 
irrespective of a prior authorization requirement, will comply the 
provisions of the national drug rebate agreement. 
A preferred drug list does not prevent Medicaid beneficiariesfrom 
obtaining accessto medically necessary drugs of manufacturers that 
participate in the national drugrebate program. 
The State will utilize the Drug Utilization Review board to assure, thatin addition 
to pricing consideration, preferred drugs are clinically appropriate. 

Mail Order Delivery Service for Prescription Drugs 

(11) The state contractsfor a mail-order delivery servicefor prescriptiondrugs through a 
competitive bid process. This service is available all fee-for-service Medicaid 
clients statewide. Clients have theoption of having prescriptionsfilled at either a 
local retail outlet of their choice orby the mail-order contractor. 

All policies and procedures that applyto retail pharmacies also applyto the mail­

order contractor, exceptfor the following: 

(A) The mail-order contractor is reimbursed at a mutually agreed upon level 


that is less than reimbursement provided tolocal retail pharmacies; and 
(B) 	 If authorized by the prescriber, the mail-order contractor may dispense 

the following drugsin up to a ninety-day supply: 
(i) Preferreddrugsidentified by thestate; 

drugs;(ii) Generic and 
(iii) Drugs that do not require prior authorization or expedited prior 

authorization. 

--.. ,Supercedes 
TN# 03-004 



STATE OF WASHINGTON 
SUPPLEMENTALREBATE AGREEMENT 

This Supplemental Rebate Agreement (“Agreement”)is dated as of this -day of 
,200-, by and between the State of Washington Department ofSocial and 

Health Services (“State”) and (name of provider). 

RECITALS 

WHEREAS, the State has the authority toenter into agreements with pharmaceutical 
manufacturers to collect supplemental rebatesin addition to the rebates received under the CMS 
Rebate Agreement, pursuant to section 1927 ofthe Social Security Act (42U.S.C. section 
1396(r)(8) for the benefit of Washington’s Medicaidrecipients, providing such agreements are 
approved by the Center for Medicare and Medicaid Services (CMS); and 

WHEREAS, (name of provider) is willing to provide supplemental rebates to the State based on 
the actual dispensing of (name of provider) Covered Products underthe State’s Medicaid 
program. 

NOW THEREFORE, in considerationof the foregoing and ofthe representations,warranties 
and covenants set forth below, the parties, intending tobe legally bound,agree as follows: 

1. 

1.1 

1.2 

1.3 

1.4 

1.5 

1.6 

Definitions. As used herein,the following termsshall have the meanings set forth 
below: 

“Agreement” means this Supplemental Rebate Agreement, including all documents 
attached or incorporated by reference. 

“Average Wholesale Price (“AWP”)”shall mean the published price of the Covered 
Product by NationalDrug Code (“NDC”) as published by FirstDataBank on the first day 
of the calendar quarter that correspondsto the calendar quarter for which the State 
utilization data for the Covered Productis reported to (name of provider). 

“Basic Rebate” shall mean, with respect to the Covered Product,the quarterly payment 
by (name of provider) pursuant to (name of provider’s) MedicaidDrug Rebate 
Agreement made in accordance with Section 1927(c)(1) or Section 1927(c)(3)of the 
Social Security Act (42 U.S.C. 1396r-8(c)(l) and 42 U.S.C. 1396r-8(3)). 

“CMS” shall mean the Center for Medicare and MedicaidServices (formerly known as 
the Health Care Financing Administration) ofthe U.S. Department ofHealth and Human 
services, or any successor or renamed agency carrying out the functions and duties 
heretofore carried out by such office. 

“Competitive Product” shall meanany (specific drug class) that competes with Covered 
Product. (e.g., any Proton Pump Inhibitor) 

“Covered Product” shall mean (specific product(s) strength(s) dosage form) (e.g., 
“Prevacid 15mgand 30mg capsules.”) 

Associated with Supplement A to Attachment 4.19-B,TN# 03-024 Effective October I ,  2003 1 
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1.7 

1.8 

1.9 

1.10 

1.11 

1.12 

1.13 

1.14 

1.15 

1.16 

1.17 

1.18 

“CPI Rebate” means, with respect to the Covered Product,the quarterly payment by 
(name of provider) pursuant to (name of provider’s)Medicaid Drug Rebate Agreement, 
made in accordance with Section 1927(c)(2)of the Social Security Act (42U.S.C. 1396r­
8(c)(l) and 42 U.S.C. 1396r-8(3)). 

“Ingredient Reimbursement Basis”shall meanthe formula used byState to reimburse 
Pharmacy providers for branded pharmaceuticals. 

“Maximum Allowable Cost (MAC)”shall mean the lowest reimbursementrate 
established by the State for generic (drug class). 

“Medicaid Drug Rebate Agreement”shall meanthe agreement in place between (name 
of provider) and the Secretary of Health and HumanServices, pursuant to Section 4401 
of the Omnibus Budget ReconciliationAct of 1990 (Public Law 101-508). CMS is the 
agency within HHS having the delegated authority to operate the Medicaid program. 

“Medicaid Recipient” shall mean anyperson enrolled in the State Medicaid Program 
and eligible to receiveprescription drug benefits under a fee for service arrangement. 

“Net Cost” shall mean the prescription drug ingredient reimbursementcalculated as 
(AWP --%) minus the sum of all rebates paid by(name of provider) to the State for the 
Covered Product forthe calendar quarter. In the event of any change to the calculation 
used by the State to determine drug ingredient reimbursement paid bythe State to 
Pharmacy providers, the applicable terms ofthis Agreement shall be amended to reflect 
such change. 

“Pharmacy” shall mean a facility licensedto dispense legend drugs, andenrolled as a 
State Medicaid provider. 

“Preferred Drug List” shall mean a document listing various pharmaceutical products 
covered by the State Medicaid Program for the purpose of guidingthe prescribing, 
dispensing and acquisition of pharmaceutical products.The Preferred Drug List shall not 
prevent beneficiaries from obtaining access to medically necessarydrugs of 
manufacturers that participate in the Medicaid Drug Rebate Program. 

“State Medicaid Program” shall meanthe joint federal andstate medical assistance 
program as established and defined pursuantto Title 42 U.S.C. 1396, et seq., that 
provides reimbursement for or coverage of prescription drug products to Medicaid 
Recipients. 

“State Supplemental Rebate”shall mean an amount paidon a calendar quarter basis by 
(name of provider) to State for utilization under State’s fee for service Medicaid program 
pursuant tc this Agreement which renders atthe option of the State, either (a) a net cost 
of Covered Products that is less thanor equal to the cost ofthe competitive product for 
each quarter covered by the terms ofthis contract; or (b) a net cost that iscomparatively 
low or that is the lowest net cost toan equivalent therapeutic dose of Covered Productto 
become a preferred drug in the drug class. 

“Unit” means a single CMS unit of CoveredProduct. 

“USC” means the United States Code. All references to this agreement to USC chapters 
or sections shall include any successor, amended, or replacement statute. 

A EffectiveAssociated with Supplement to Attachment 4.19-B, TN #03-024 October 1,2003 *3 
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1.19 

2. 

2.1 

2.2 

2.3 

2.4 

2.5 

2.6 

“WAC” means the Washington AdministrativeCode. All references inthis Contract to 
WAC chapters or sections shall include any successor, amended, or replacement 
regulation. 

State Obligations 

Preferred Drug List. To be eligible for the Supplemental Rebatesspecified in Attachment 
B: 

a) 	 State shall place and maintain Covered Producton the Preferred Drug List, it being 
agreed that utilization shall be eligible for the State Supplemental Rebate only in quarters in 
which Covered Product is listed on the Preferred DrugList; and 

b) 	 State shall place Covered Products in an advantaged position relative to non­
preferred competitive Products regarding Preferred Drug List status, unless otherwise 
mutually agreed upon in writing bythe State and (name of provider); and 

c)Neither State nor State’s fiscal agent will in any waydisadvantage Covered Product 
through usages or restrictions not equally applied to other (drug class) on the Preferred 
Drug List, unless otherwise mutually agreed upon in writing bythe State and (name of 
provider); and 

d) 	 State shall have on file the fully executed CMS Approval Letter, attached hereto as 
Exhibit C and incorporated by reference. 

Preferred Drug List Documentation and Publication. State shall communicate the 
inclusion of Covered Product on the Preferred Drug List toState Medicaid Program 
providers through the standard notificationprocess. 

Invoicing. State shall invoice (name of provider) for State SupplementalRebates separately 
from CMS Rebates using the format setforth by CMS(Reconciliationof State Invoice 
format). State shall submit the State Supplemental Rebateinvoice to (name of provider) 
within sixty (60) days after the end of each calendar quarter in which the Covered Product 
subject to such State Supplemental Rebate was paidfor by State. Any amended invoice 
shall be submitted by State within fifteen (15 )  months after the end ofthe calendar quarter 
in which Covered Product was paidfor by State. 

Patient Information. State, its agents, employees and contractors shall not provide to 
(name of provider) any patient identifiable information or protected health information 
(“PHI”) or any other informationprohibited or regulated by lawsor regulations governing 
confidentiality of medicalor other information. 

Approval of Generic. If during the duration ofthis Agreement a generic equivalent of any 
Competitive Product should become available, State will allow Covered Product to remain 
on the Preferred Drug List so long as the net cost tothe State, as defined in Attachment B, 
is not more than the lowest reimbursement costas established by WAC 388-530-1300 for a 
generic equivalent. 

Competitive Product fluctuating net cost. At the option ofthe State, the net cost of 
(name of provider’s) Covered Products to Washington willbe either (a) a net cost that is 
less than or equal tothe cost ofthe competitiveproduct for each quarter covered by the 
terms of this contract; or (b) a net costthat is comparatively low or that is the lowest net 
cost for an equivalent therapeutic dose of Covered Productto become a preferred drug in 
the drug class. 
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3. 

3.1 

3.2 

3.3 

3.4 

3.5 

4. 

4.1 

{Name of Provider) Obligations 

State SupplementalRebate Payment. (Name of provider) agrees to provide a State 
Supplemental Rebate for each of its CoveredProducts that is paid bythe State and 
dispensed to Medicaid Recipients byPharmacies for each calendar quarter that Covered 
Products are included in the Preferred Drug List. (Name of provider) shall pay to State the 
State SupplementalRebate amount in accordance with the formula set forth in Attachment 
B. Nothing in this Agreement shallbe construed to relieve (name of provider) from its 
obligation to pay MedicaidDrug Rebates for utilization byState Medicaid Recipients. State 
shall remit the appropriate share of the State Supplemental Rebate payments made under 
the Agreement to CMSas required under its approved state plan. 

Payment Timeframe. (Name of provider) shall pay toState the State Supplemental Rebate 
amount to which State is entitled in accordance with the formula set forth in Attachment B, 
within thirty-eight (38) days after receipt of State’sinvoice. 

Incomplete Submission. (Name of provider) shall have no obligation to pay State 
Supplemental Rebate amounts for claims that are not submitted as part of aninvoice in 
accordance with Section 2.3 ofthis Agreement. (Name ofProvider) shall notify State or its 
designee of anyincomplete submission within thirty-eight (38) days of (name of 
provider’s) receipt of such submission pursuantto Section 2.3. 

Over/Underpayment. If either party discovers an error in the payment ofState 
Supplemental Rebates, it shall notify the other of such error. The parties shall attempt to 
reconcile all differences through discussion and negotiation; if that attempt fails, the parties 
will resolve their dispute in accordancewith generally accepted applicable procedures 
followed by State or CMS in disputes concerning Medicaid Drug Rebates. Any 
overpayment shall be deducted from subsequentState Supplemental Rebates payable under 
this Agreement. In the event that no subsequentState Supplemental Rebatesare payable, 
State will refund any such overpayment to (name of provider) within thirty (30) days of the 
parties’ acknowledgement of the overpayment.(Name of Provider) will remitany 
underpayment to State within thirty (30) days of the parties’ acknowledgement ofsuch 
underpayment. 

Discretion to Market. Nothing inthis Agreement shall be construed to prohibit (name 
of provider) from discontinuingproduction, marketing or distribution of anyCovered 
Product or from transferring or licensing any Covered Productto a third party. It is 
understood that (name of provider) is liable for the payment ofState Supplemental Rebates 
only for Covered Products (as identified bythe 11-digit NDCcode) distributed (directly or 
through the wholesale channel) to retailPharmacies and dispensed to Medicaid Recipients. 
If (name of provider) elects to discontinueproduction, marketing or distribution of any 
Covered Product or to transfer or license any Covered Product to a third party, (name of 
provider) shall make every reasonable effort to notify State prior to such actions. 

Term and Termination 

Effective Date. This Agreement shall be effective as of (Month, day. year) andshall 
continue in force through (Month. day. year),unless it is terminated sooner pursuant to the 
following: 

Associated with Supplement A toAttachment 4.19-B, TN# 03-024 Effective October 1,2003 4 



a) 	 Breach. If either party commits a material breach ofthis Agreement, the non­
breaching party shall deliver written notice mailed by certified mail, return receipt 
requested, of the alleged breach to the breaching party, with an opportunity for the 
breaching party to cure the breach during the thirty (30) day periodfollowing 
delivery. Failure to cure shall give the non-breachingparty the right to cancel t h s  
Agreement atthe end of the thirty (30) day period. The non-breachingparty shall give 
the breaching party final written notice ofthe cancellation of this Agreement. 

b) 	 Without Cause. Either party may terminate this Agreement without cause as of the 
end of any calendar quarter by giving the other party ninety(90) days prior written 
notice. 

4.2 	 Accrued obligations/remedies The expiration or termination of this Agreement shall 
not affect any rights or obligations of the parties that have accruedprior to the effective 
date of such termination. The fact that either party exercises any right oftermination it may 
have under this Agreement shall not prevent suchparty from pursuing any other remedy it 
may be entitled to in law orequity. Any remedy provided hereinshall not be deened an 
exclusive remedy unless expressly providedfor as such. 

4.3 	 Execution, Amendment, and Waiver. This Agreement shall be binding only upon 
signature by both parties. This Agreement, or any provision, may be altered, amended, or 
waived bya written amendment executed by bothparties. Any alterations or amendments 
to the Agreement mustbe authorized byCMS. 

5 Miscellaneous 

5.1 	 Record keeping and Audit. During the term of this Agreement and for a period of 
three (3) years thereafter, both partiesto the Agreement shall use reasonable efforts at all 
times to ensure that they maintainaccurate books, files and records relevantto this 
Agreement. At (name of provider’s) written request,State shall make such information 
available for inspection by (name of provider) representatives or its designated auditors 
during regular business hours. Upon written request,each party shall otherwise have the 
right to inspect, up to once each year, all such relevant booksand records of the other party 
to verify compliance with the terms of this Agreement. 

5.2 	 Indemnification. (Name of provider) shall be responsible for and shall indemnify and 
hold State harmless from all claims resulting from the acts or omissions of (name of 
provider) and any Subcontractor. State shall be responsible and shallindemnify and hold 
(name of provider) harmless from all claims resulting from the acts or omissions of State. 

5.3 	 Confidentiality Except as otherwise may be required to be disclosed by law and in 
accordance with the Rebate Agreement betweenthe Secretary ofHealth and Human 
Services and the drug manufacturers, information disclosed by (name of Provider) in 
connection with this Agreement will notbe disclosed bythe State. Each party shall 
maintain the confidentialityof all the terms and conditions of this Agreement throughout 
the term hereof and for a period ofthree (3) years thereafter. 

5.4 	 Notices. Any notice required or permitted to be given by either party to theother shall be 
given in person or sent by firstclass mail or express delivery, addressed to the other party 
at the address set forth below. 
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